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WELLS' RECENT ECONOMIC CHANGES. 

IN the March number of the Political Science Quarterly 
Professor Patten of the Wharton School of Finance and 
Economy criticised what he considered serious errors in logical 
method in Mr. David A. Wells' Recent Economic Ckanges. 
It is of importance to know whether these are errors or not, 
since Mr. Wells' book, from the nature of the subject with 
which it deals, if for no other reason, is likely to have a wider 
circulation than is commonly accorded to economic treatises. 

The first exception taken by Professor Patten on the score of 
logical method is to pages 124 and 125. For the sake of clear- 
ness and fairness, we will first lay before the reader the passage 
criticised and then examine the objections made to it. Mr. 
Wells says : 

Preliminary to entering upon any review of this vexed question, a 
consideration of the following general propositions may possibly help to 
a determination of opinion in respect to it : First. It is a universally 
accepted canon, alike in logic and common sense, that extraordinary and 
complex agencies should never be invoked for the explanation of phe- 
nomena, so long as ordinary and simple ones are equally available and 
satisfactory for the same purpose. Second. The most natural presump- 
tion, and the one which the commercial world most readily accepts, is 
that when an article under free competition declines in price, the supply 
has outrun the demand ; not of demand in the abstract, for in a certain 
sense there is no limit to the demand for useful and desirable things, but 
of demand at the pre-existing price. If this presumption is not correct, 
then the hitherto universally accepted influence of the law of supply and 
demand on prices has been entirely misunderstood, and belief even in 
any such law may as well be abandoned. On the other hand, if the 
presumption is correct, then any cause, other than a disturbance of pre- 
existing relations of supply and demand, capable of occasioning a 
decline in prices, must of necessity be an extraordinary one, and 
demanding evidence, not general, but specific and clear in the highest 
degree, as a prerequisite to a belief in its actual occurrence and 
influence. Now, as to the character of the evidence that can be 
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adduced in support of the two great causes respectively to which the 
decline in prices has been mainly attributed, it is not to be denied that 
the evidence pertaining to the first can, either with or without statistics, 
be stated with precision ; while the evidence pertaining to the second is 
at best indefinite, and mainly conjectural. In other words, the " how 
of the depression of prices," as Professor Lexis, of Gottingen, has 
happily expressed it, through a lowering of the cost of production and 
transportation, and a widening of the area of cultivation, is clear to all ; 
but the how of the effect of the enhancement in value of one description 
of money no one has, thus far, proved to us in concreto. If any one 
" affirms a connection between the prevalent low prices and the assumed 
appreciation of gold arising from scarcity, let him explain the modus 
operandi; let him set forth the process of reasoning ; the motive which 
impels a seller to accept, except upon the issue of the struggle between 
supply and demand, a lower price for his goods in the face of an abun- 
dance of capital and a low rate of interest." ' 

I presume that if this passage were presented to the recog- 
nized economists of the world, nine out of ten would give their 
unqualified assent to it. If we confine our list of recognized 
economists to those holding chairs of political economy in col- 
leges and universities, the proportion would be no less. Until 
I saw Professor Patten's objection I should have said with 
confidence that nobody could be found to dispute so plain a 
proposition. 

Observe that Mr. Wells says: "The most natural presump- 
tion, and one which the world most readily accepts, is that 
when an article under free competition declines in price the 
supply has outrun the demand," — not all articles but some par- 
ticular article. That he did not mean all articles when he said 
" an article " is made plain by the next succeeding paragraph, 
in which, to show the causes which have disturbed pre-existing 
relations of supply and demand, he selects for treatment 
twenty-three articles, which are divided into two groups. The 
dividing line of the groups is between certain articles concern- 
ing which the evidence of new relations of supply and demand 
is very clear and decisive, and others as to which it is more or 
less inferential and circumstantial. Nothing could be more 

1 The quotation is from Lord Addington. 
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patent than that Mr. Wells did not mean all articles when he 
said " an article." 

The criticism upon this passage has no other force or point 
than what is derived from the assumption that he meant some- 
thing different from what he said. As the readers of this paper 
are presumed to have the whole of Professor Patten's article 
within reach, I will reproduce only the words which embrace 
the gist of his answer to the passage quoted from Mr. Wells, 
viz. 

Yet this method of accounting for the general fall of prices, natural 
as it may seem to Mr. Wells, has never been used before the present bi- 
metallic discussion. The whole subject of the changes in the value of 
the precious metals has occupied the attention of economists for the last 
two hundred years ; and in every such discussion until the present time, 
the assumption has been that if prices as a whole have fallen it was a 
result of the appreciation of the value of money. It is almost comical, 
therefore, to see Mr. Wells, in the face of the whole economic discussion 
of the last two centuries, setting up a new point of view, not yet a dozen 
years before the public, as the natural one. Does it need any more 
proof to show that the attempt to distinguish between the ordinary and 
the extraordinary, or the natural and the artificial, is of no value in arriv- 
ing at correct logical conclusions ? 

As it is not to be presumed that Professor Patten has inten- 
tionally misrepresented Mr. Wells, it becomes not only almost 
but altogether comical to find an economist lecturing his 
brother economist about logical method, with such a sample as 
this for illustration. The " attempt to distinguish between the 
ordinary and the extraordinary, or the natural and the artificial," 
here spoken of as being of no value in arriving at correct logical 
conclusions, refers to Mr. Wells' idea that, if the price of crude 
petroleum, for instance, has declined eight cents per gallon in 
a given period, and if the production of it is found to have in- 
creased in the same period from 9,000,000 barrels to 28,000,000 
barrels per year, then the ordinary and simple explanation 
would be that the supply has outrun the demand, and that this 
explanation should be preferred to any extraordinary and com- 
plex one. Bad logic, thinks Professor Patten, " because it does 
not give any criterion by which to distinguish an extraordinary 
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or complex agency from an ordinary or simple one." Another 
man, he conceives, may say that the increased production of oil 
is the extraordinary and complex agency, and scarcity of gold 
the ordinary and simple one. If this is mere logomachy it may 
be passed by. If it means that the over-production 1 of an 
article is not a more simple and rational explanation of a fall in 
its price than the state of the circulating medium, it is the same 
as saying that a demonstrable cause is no better than an unde- 
monstrable one. 

In the closing section of the paragraph to which I have referred 
[continues Professor Patten] Mr. Wells makes the serious mistake of 
confusing the abundance of capital and a low rate of interest with an 
abundant supply of money. From the approving manner in which he 
quotes Lord Addington he seems to affirm that there can be no appreci- 
ation of the value of money so long as there is an abundant supply of 
capital and a low rate of interest. 

Then we are favored with a brief homily on the difference be- 
tween money and loanable capital. 

How far a writer is bound by the quotations he makes from 
other writers, is a question that calls for separate treatment in 
each separate case. It is fair to presume that Mr. Wells is 
acquainted with Wayland and other horn-books that were in 
use in our colleges forty years ago, in which the distinction 
between money and loanable capital was fully explained. 
Whether Lord Addington is acquainted with the difference we 
cannot know without having the full text of his discourse before 
us. Assuming that Mr. Wells is not wholly unmindful of it, 
we might suppose that, finding in Lord Addington's paper 
something that coincided with his point of view as to what 
price-causes can and what can not be readily explained, he 
rather hastily quoted it, not thinking that he would be held 
responsible for the remoter consequences of Lord Addington's 
reasoning. But does Professor Patten succeed any better than 
Lord Addington in expounding the matter in hand ? His criti- 
cism ends with these words : 

1 By over-production is meant, of course, production in excess of demand at pre- 
existing price. 
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Capital may grow and interest may fall at the same time that money 
is becoming scarce. In what way would Mr. Wells account for the fall 
in currency prices at the close of the Civil War except by a change 
in the relation of the quantity of paper money to the volume of 
business ? 

I do not know what Mr. Wells would say to this, but I should 
say that, inasmuch as the paper money was based on government 
credit, the fall in currency prices at the time mentioned was 
due to an improvement of that credit. The Civil War closed 
about the middle of April, 1865. On the first of January in 
that year gold was quoted at 226. On the 10th of April it was 
at 144, and there had been no " change in the relation of the 
quantity of paper money to the volume of business." 

But is it true that capital may grow and interest may fall at 
the same time that money is becoming scarce ? Every banker 
will deny that proposition as a matter of fact within his own 
observation and experience ; and as political economy is the 
arrangement and correlation of observed facts, political econ- 
omy denies it also. Capital is the very thing that buys money, 
and no country which has abundance of capital can fail, ex- 
cept momentarily, to have corresponding abundance of money. 
There is no criterion as to whether money is becoming scarce 
except the rate of interest. Scarcity of money may be pro- 
duced either by exporting it or by locking it up. In either case 
it is withdrawn from the loan market, and interest must rise. 
In the case of a beleaguered town interest might fall at the same 
time that money was becoming scarce by hoarding, there being 
no employment for it ; but that would not be a case where capi- 
tal was growing, which the hypothesis requires. 

We come next to Mr. Wells' statement that there is a class 
of commodities, the prices of which " have not in recent years 
experienced any marked degree of change." These articles are 
mainly such as are produced by hand ; and the argument or 
suggestion is that, while in articles produced by continually 
improving machinery we should expect to find a fall in prices, 
the same would not be true of wares for whose production new 
and more expeditious processes have not been devised. A con- 
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siderable list of such articles is given. The comment of Pro- 
fessor Patten upon this is as follows : 

Now gold is a product of manual labor and belongs to the latter 
class, not to the former. Gold is obtained in the same way as formerly. 
There have been no changes in the methods of producing it. Hand 
labor still washes the gold from the sand, and its value must be deter- 
mined by the value of the labor. Labor having increased in value as 
Mr. Wells claims (page 361), we should expect to find as a result that 
the value of gold in the market would be greater than formerly. 

I confess I am so dull as not to see the point of this reason- 
ing ; but whatever it may be, I take issue on the facts at once. 
One half in value of all the bullion produced by the great Corn- 
stock lode, probably the greatest deposit of the precious metals 
ever discovered, was gold ; and this was all produced by ma- 
chinery. There was no washing by hand labor at all. All or 
nearly all the South African gold mines are now worked by 
machinery, and the best of this machinery is made in the city 
of Chicago. And are we to call the gravel washings of Cali- 
fornia, operated by gigantic flumes that have cost hundreds of 
thousands of dollars, " hand labor " ? This is not very impor- 
tant except as throwing a side light on the qualifications of Mr. 
Wells' critic. I find it in the way, and I brush it out of the 
way for better or for worse. 

We now approach a very abstruse question. " How prices 
are depressed]' says Professor Patten, 

is not an independent proposition to be treated alone. It can be 
solved only after knowing how prices are fixed. That the scarcity of 
gold lowers prices is a deduction from the well-known facts upon which 
the laws relating to the value of money depend. 

That a scarcity of air causes death is also a deduction from the 
well-known facts upon which the laws of human life depend. 
Suppose that a man dies and A says that it is perfectly plain 
that he died of small-pox, and B says that since he stopped 
breathing there may have been a deficiency of air. A replies 
that there is no such thing as a deficiency of air. Mr. Wells 
does not deny absolutely that there may be a scarcity of gold. 
He does not believe that there is any, and he gives his reasons 
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for thinking that there is none. Then, in addition, he gives his 
reasons for thinking that the twenty-three commodities have 
declined in price by reason of ascertainable facts affecting their 
production and transportation. Is there anything in this calling 
for the magisterial advice that he should first learn how prices 
are fixed ? It is worth noting here that since the stock of gold 
is an increasing quantity — the yearly supply being added to 
the old store — it is for the believers in scarcity to prove their 
case. 

A little farther on in the same paragraph we read : 

Perhaps, however, the best proof of the fact that a change in the 
quantity of money affects prices comes from the history of paper money. 
There is in this history an abundance of facts showing that the quantity 
of money is an important element in fixing prices, and Mr. Wells must 
transfer his battle to the causes fixing prices in these cases before the 
facts of his opponents can be called into question. 

There appears in many parts of Professor Patten's article a 
suggestion of wide gaps in Mr. Wells' acquaintance with eco- 
nomic literature, which his critic would have no difficulty in sup- 
plying. The question of relative information on economic topics 
may safely be left by Mr. Wells to an intelligent public. It is 
rather significant that no list is given of the works to which 
Professor Patten alludes. Are we to understand that these 
unnamed modern authorities sustain the conception that prices 
are affected by paper money, meaning by that term paper con- 
vertible into coin ? Nobody will question the fact that incon- 
vertible paper does affect prices quotable in such paper. That 
Professor Patten meant convertible paper, or at all events meant 
to include convertible paper, becomes evident by his criticism of 
Mr. Wells' page 222, as we shall see farther on. I do not pre- 
tend that I have read everything that has been written on the 
subject of money, but what I have read and the reflection I 
have been able to give to the subject lead me to the conclusion 
that paper money convertible into gold has no effect at all upon 
prices, although prices, which are a reflex of the course of trade, 
do have a very considerable effect on the quantity of paper 
money afloat. I think that this is the opinion of the majority 
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of economists to-day. 1 In other words, it is the march and 
course of trade that, within limits fixed by the quantity of me- 
tallic money (and very elastic limits these are), makes prices 
high or low and determines whether there shall be much or 
little paper money afloat. Mill's statement that bank notes, 
bills or checks, as such, do not act on prices at all, but that 
credit in whatever shape given, whether it gives rise to any 
transferable instruments capable of passing into circulation or 
not, does so act, is true. Reference might be made to Tooke, 
fassim. At the conclusion of his examination of the high and 
low prices in Great Britain between 1793 and 1837, he says : 

There is not, as far as I have been able to discover, any single com- 
modity in the whole range of articles embraced in the most extensive 
list of prices, the variations of which do not admit of being distinctly 
accounted for by circumstances peculiar to it in the relation of supply, 
actual or contingent, real or apprehended, to the ordinary rate of con- 
sumption, without supposing any influence from the Bank restriction 
beyond the degree in which the difference of exchange [premium on 
gold] which could not have existed but for the restriction, may be con- 
sidered to have operated distinctly on the cost of production. 8 

Nevertheless the variations in the amount of the Bank's cir- 
culation during this period ranged from .£9,246,790 in 1796 to 
.£29,543,780 in 1817. James Wilson, one of the strongest op- 
ponents of the doctrine that convertible paper money affects 
prices, makes a concession which I quote in order not to omit 
anything which may be deemed important, viz. : 

To whatever extent the issue of paper money released gold from the 
currency, to that extent there would be an increased supply of that 
commodity on the general markets of the world and its value would be 
correspondingly diminished as much as if a similar additional supply 
had been received from the mines ; and to this extent would the sub- 
stitution of a paper for a gold currency increase prices generally in all 
countries, while in each country they would remain relatively the same.* 

May not the same remark be made concerning clearing 
houses and other modern contrivances : To whatever extent 
clearing houses release gold from the currency, etc. ; to what- 

1 See F. A. Walker, Political Economy, p. 180. 2 Vol. ii, p. 349. 

8 Capital, Currency and Banking (London, 1847), P a S e 82- 
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ever extent ocean telegraph cables release gold, etc. ? True, 
clearing houses and ocean cables are not currency, but they 
" release gold " to an enormous extent, and it is the releasing, 
not the currency function, that is here in question. 

In his next succeeding paragraph Professor Patten says : 

He [Wells] brings forth a table (page 222) to show that prices are 
not determined by the quantity of money, just as if the author of the 
laws of money was a mere theorist ignorant of commercial facts. While 
there has been an abundance of fault found with Ricardo's knowledge of 
industrial relations, no one has dared to question his thorough familiarity 
with money matters. 

Mr. Wells on page 222 presents a table showing the increase 
of the circulating medium in the United States in a period 
of. ten years, 1879 to 1889. The increase was upwards of 
$600,000,000, or more than 60 per cent, being more than 
double the rate of increase of the population. Since this was 
a period of declining prices of most articles of commerce, he 
offers the state of facts to those who hold that the volume of 
the circulating medium controls prices, as a nut to be cracked. 
It would be more to the purpose for Professor Patten to crack 
it than to cite in this vague way "the author of the laws of 
money." In what convention, by the way, was Ricardo nomi- 
nated as the author of those laws ? Chevalier assigns part of 
the honors to Aristotle. I suppose that all that Mr. Wells 
intended by his table on page 222 was to emphasize his gen- 
eral contention that new supplies of commodities, due to new 
inventions, new means of transportation, etc., are potent to re- 
duce the prices of those things in the face of conditions which 
tend ordinarily to increase them. At all events, that is all that 
I make out of it. 

It is regarded by Professor Patten as a glaring defect in Mr. 
Wells' point of view that he does not desire any reduction in 
the price of silver, whereas the critic thinks that the American 
people as a whole "are deeply interested in a low price for 
silver." Here is a direct conflict of opinion as to the interests 
of the country respecting a matter of much public agitation and 
concern. Mr. Wells' view is that a high price of silver is for 
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the interest of the country because the country is " a large pro- 
ducer and seller of silver." That seems to be very simple and 
cognizable. It is like saying that if a man produces more of a 
given article than he consumes, it is for his interest that the 
article should command a high price. Every man's instinct 
assents to that, and the instinct is not a misleading one. What 
is the argument on the other side ? Why, that with silver at a 
low price the people would be able to have more silverware on 
their tables. Moreover "its clear metallic tone makes its use 
fcr musical instruments very desirable." Here are silver spoons 
and trombones set over against whatever we should be able to 
buy from foreigners with our exported silver. The higher the 
price of silver, the more tea, coffee and sugar; the lower the 
price, the more silver tea-pots, coffee-pots and trombones. 
Now I do not undervalue a good trombone or other wind in- 
strument in the hands of a competent performer, but I have 
been taught to use plated ware in preference to silver as fur- 
nishing less temptation to burglars ; and if 1 had my choice at 
this moment between a silver coffee-pot and a plated one for 
household use I should choose the latter. 

Passing over a paragraph concerning butter and oleomarga- 
rine, which I have read several times without seeing any point in 
it as a criticism on Mr. Wells, we come to a pretty wide question, 
namely, the influence of labor-saving machinery upon wages. 
Mr. Wells' idea coincides, as a matter of observation, with that 
of Bastiat, that wages increase with the abundance of commod- 
ities consequent upon improved machinery. By wages is meant 
the material well-being of the wage-worker. Bastiat's so-called 
law is well known and need not be here quoted. Mr. Wells 
says "perhaps" it is a law, but he prefers to call it a result, 
which is certainly safer, since there is nothing in the nature of 
things to give it the character of a law. Professor Patten ob- 
jects that "the whole problem of rent and the influence that it 
has on the distribution of wealth are overlooked." Moreover 

he [Wells] assumes that wages are fixed by the average return for 
labor and not by the least productive labor. According to well-estab- 
lished economic doctrine, wages and interest are determined by the 
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margin of cultivation, that is, the poorest land of which the community 
makes use. Any advantage possessed by laborers on better land is taken 
from them as rent. 

If Professor Patten has found any " well-established " doctrine 
respecting wages he is to be congratulated, for I think that no 
other professor of political economy can say as much. Doubtless 
all have some doctrine established in their own minds, but that is 
not what is meant when we speak of a doctrine as well estab- 
lished. We mean by this a doctrine concurred in by such a 
decided preponderance of writers that any dissent from it is 
looked upon as an eccentricity. There is not at the present 
time any such general consensus of opinion respecting the de- 
termining cause or causes of the rate of wages. 1 But we are 
told here that "wages and interest" are determined by the mar- 
gin of cultivation. The only writer I am acquainted with who 
holds this view is Mr. Henry George, who says in Progress and 
Poverty, page 183 : 

The relation between wages and interest is determined by the average 
power of increase which attaches to capital from its use in reproductive 
modes. As rent arises, interest will fall as wages fall or will be deter- 
mined by the margin of cultivation. 

In the view of Ricardo wages and profits are the antitheses 
of each other, the one rising as the other falls, and interest is 
ultimately and permanently governed by the rate of profit ; 
from which it would result that if wages follow the margin of 
cultivation, interest does not. I do not wish to be understood 
here as "quoting approvingly," but merely as citing Ricardo 
against Patten and George. But what connection, in any way, 
has the margin of cultivation with Recent Economic Changes? 
How are wages in New England determined by the margin of 
cultivation when there is practically no such margin there ? 
Ah, but there is a margin in some other place, with which New 
England has commercial relations. Yes. But it is, and has 
been, for some time back, probably for the whole time covered 

1 See on this point the writings of Thornton, Mill, Cairnes, Jevons, Leroy-Beaulieu, 
F. A. Walker and Sumner. Professor Sumner, whose essay I consider the best of 
the series, begins it by showing the chaotic state of opinion on the subject. 
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by Mr. Wells' investigations, a diminishing and not an increas- 
ing quantity. Mr. Wells was careful to say (page 395) that his 
review was confined to the present time and did not look for- 
ward to the occupation and tillage of all the land on the earth's 
surface, or to the exhaustion of the coal supply. It would be 
quite as appropriate for Professor Patten to say that Mr. Wells 
has wholly overlooked the growing cost of coal in Great Britain 
due to the increasing depth of mines. 

A considerable space is given to sarcastic comment on 
Mr. Wells' terminology, his use of the words "all-sufficient," 
"all-pervasive," etc. The force of this criticism depends on 
whether or not the terms were rightly used in the particular 
cases. If the construction of a railroad from a town to a coal 
mine has demonstrably reduced the cost of carrying coal that 
distance by one dollar per ton, and if we find coal actually sell- 
ing in the town at a dollar a ton less than before, we are jus- 
tified in saying that the construction of the railroad is an 
all-sufficient reason for the reduced price, even though there 
may have been some little improvements made at the same time 
in the methods of mining coal. The law does not concern itself 
with trifles, nor shall I concern myself further with this one. 

We have seen what warrant there is for Professor Patten's 
calm assumption of superiority over Mr. Wells in logical method. 
We shall now see whether he is any happier in dealing with 
facts. 

Nearly four pages are taken up with the growth of the beet 
sugar industry in Germany, and its effects upon Germany, upon 
other sugar-producing countries and upon the world in general. 
At the bottom of all is the assumption that this growth has been 
largely due to the bounties on exportation paid by the German 
government. 

In the contest between the cane sugar of the South and the beet 
sugar of the North [says Professor Patten] climate was on the side of 
the South while intelligence and capital were on the side of the North. 
Intelligence showed itself a more important factor than climate, and 
the price of sugar produced in Germany has now been reduced much 
below what it could have been while the whole supply of the world was 
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obtained from the half-civilized semi-tropical regions. This reduction 
of the price of sugar was greatly stimulated by the bounties paid by the 
German government for the exportation of sugar. These made the 
profits of sugar production so great that the industry was developed 
throughout Germany in many new places for which it was specially 
suited. It is not likely that fifty years of production without a bounty 
would have done so much for cheapening the price of sugar as the 
bounty-paying policy has done in the last ten years. 

If this is not true, everything in Professor Patten's treatment 
of the subject falls to the ground. 

I shall cite two authorities in addition to the narrative in 
Mr. Wells' book. One of these is the Encyclopedia Britannica, 
article Sugar, page 626, by Dittmar and Paton. The other is 
Schoenberg's Handbuch der politischen Oekonomie, 2d edition, 
III, 432—434; Zolle und Riibenzuckersteuer, by Riecke. And 
first the encyclopaedia : 

The efforts of growers [of beets] have been largely directed to the 
development of roots yielding juice rich in sugar ; and especially in Ger- 
many these efforts have been stimulated by the circumstance that the 
excise duty on inland sugar is there calculated on the roots. The duty 
is based on the assumption that from i2f- parts of beet 1 part of grain 
sugar is obtained ; but in actual practice 1 part of raw sugar is now 
yielded by 9.27 parts of root. Moreover, when the sugar is exported 
a drawback is paid for that on which no duty was actually levied, and 
hence indirectly comes the so-called bounty on German sugar. In 
1836, for 1 part of sugar 18 parts of beets were used; in 1850 13.8 
parts; in i860 12.7 parts, and now [1887] 9.25 parts only are required. 

Observe that the article in the encyclopaedia says that the 
growers were stimulated by the form of the tax to produce a 
beet which should be rich in sugar. 1 That is, they wanted to 
get rid of the tax as much as possible. Similarly Mr. Wells 
says (page 296) : 

For a number of years after 1869 this arrangement worked well, the 
drawback being about equivalent to and no more than the tax. But 
nothing stimulates human ingenuity in a greater degree than the pros- 
pect of gain through the avoidance of a tax ; and gradually a change in 
the condition of affairs took place, etc. 

1 In the same way Riecke says the technical improvements were made under the 
stimulus of the tax (unter dem Sporn der Rubensteuer). p. 432. 
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Riecke says that the internal excise tax on the beets in 1841 
was 15 pfennigs per centner, 1 gradually increased to 30, 60, 75 
and finally (1861) to 80 pfennigs, the latter sum being about 20 
cents of our money. The same authority tells us that in the 
year 1844, 20 centners of beets yielded 1 centner of sugar ; in 
1869, the ratio was \2\ to 1 ; in 1878, io| to 1. Mr. Wells says 
that in 1889 the ratio was 8.80 to i. 2 Riecke also gives us 
the prices of refined sugar per centner in Berlin and Magde- 
burg from 1822 to 1884 thus: 1822, 34 thalers (102 marks); 
1853, \"]\ thalers (51I marks) ; 1871, 37 to 45 marks according 
to quality; 1878, 29 to 36 marks ; 1884, 25 to 32 marks. 

The tax-drawback became a bounty on exportation about 
1872. Between 1844 and 1869 (25 years), the Germans im- 
proved the plant from the ratio 1 of sugar to 20 of beet, up to 
1 to 12^; from 1869 to 1878, to iof ; and since the last-named 
period to 8£. Does it teach us anything about the influence 
of the export bounty to know that an improvement that had 
been going on steadily for forty years did not stop when the 
internal tax, unexpectedly and undesignedly, became a bounty 
on exportation ? Of course when the export bounty became 
considerable there was a deal of exporting. If Professor Patten 
means by " the cheapening of the price of sugar " the cheap- 
ening in the London market, he is quite right. There is no 
mystery about that. John Bull has a sweet tooth. He can be 
hired to eat sugar on easy terms. But if Professor Patten 
means that the export bounty has caused any improvement in 
the methods of culture or treatment that would not otherwise 
have taken place, there is not only no evidence to show it, but 
no reason whatever for believing it. And what about the price 
of sugar in Germany that Professor Patten says has probably 
been cheapened more in the last ten years than it would have 
been in fifty years without the bounty ? In the ten years ending 
in 1884, during all of which a bounty was paid, the price was 

1 The centner is the Zoll-zentner (or customs hundredweight), not the metric 
centner. 

2 Professor Gustave Cohn says that the ratio has fallen to %\ to i. System der 
Finanzwissenschaft (1889), p. 581. 
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reduced not more than twelve marks per centner. In the fifty 
years, 1 822-1 872, it was reduced more than sixty marks. It is 
true that there has been, all this time, an import duty on sugar 
in Germany, which has operated as protection to both the beet- 
grower and the refiner in the home market. The point I make 
is that Professor Patten is all at sea as to the particular facts 
upon which his criticism of Mr. Wells rests. 
The Professor thinks, moreover, that 

Mr. Wells is also greatly mistaken in his supposition that the taking 
off of the bounties on the part of European nations would cause the 
production of beet sugar to become unprofitable and compel a return to 
the natural production of Southern regions. 

Mr. Wells has not indulged any such " supposition," or if he 
has, he has kept it to himself. What he said was : 

The great difficulty of the situation, however, is that much of the 
sugar industry that has been called into existence artificially would be 
immediately ruined, with great loss and suffering to a large number of 
people, if the bounties were at once discontinued. 

This is true. It has been proved true in Russia. It is not 
necessary to explain how. Nor is it necessary to point out the 
difference between what Mr. Wells said and what is attributed 
to him. 

In Mr. Wells' appendix on iron and steel, he showed, on the 
authority of a pamphlet issued in 1888 by Mr. James M. Swank, 
that the average price of Scotch pig iron in Glasgow for the 
ten years 1878-1887, inclusive, had been $12.94 per ton, and 
that the average price of anthracite foundry iron in Philadelphia 
during the same period had been $21.87 P er ton - The differ- 
ence is $8.93 per ton. The difference in price is accounted for 
by freight charges about $2 and duty $7 per ton. Multiplying 
the number of tons of pig iron consumed in this country during 
the period by seven, he said, would show " the relative price or 
cost of iron and steel to the consumers of these metals in the 
United States as compared with those of Great Britain and other 
countries." (Page 471.) Is not that a fair statement and a true 
statement ? It seems to me as true as any proposition in Euclid. 
The whole drift, scope and purport of the appendix was to show 
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that this disparity of cost had disabled the United States from 
competing with Europeans in supplying the vast populations 
described as the "non-machine-using countries of the world" 
with iron and with the things of which iron is the basis and 
condition of cheap production. There are twelve pages in the 
appendix and there are thirteen distinct and separate statements 
that it is the comparative cost of iron and steel between the two 
countries that is under review, — an average of rather more 
than one such explanation to each page. We quote the last 
paragraph in full : 

The American people are thus subjected to a very heavy and 
continuous loss. Their power of controlling their home markets is 
impaired ; they lose the advantage of their position and of their oppor- 
tunity to supply the vast non-machine-using countries of the world, 
containing over a thousand million population, with goods and wares 
made at high wages and low cost, for the reason that, in consequence of 
a disparity in the price of the material which lies at the foundation of 
all arts, they have, by their own act, given supremacy to Great Britain 
in the lower cost of her investments for meeting this demand. 

The appendix next tells us that, if all the duty on iron and steel 
were removed to-morrow, the prices in England would rise to 
our level, nobody in this country would be hurt, and the con- 
ditions for our sharing in the supply of the non- machine-using 
nations with iron and other manufactures would be equalized 
with those of Great Britain. Various reasons are given for this 
belief. They need not be specified here, but it is worth noting 
that the condition predicted has already come to pass, partly as 
the result of causes shown by Mr. Wells to be then working. 
Pig iron and steel rails are selling in England as high as in this 
country. The cost of making them is as high. The Iron 
World of Pittsburg (March 7) figures the cost of making Besse- 
mer pig $1.87 higher in England than here. 

Now what objection does the critic raise to this ? 

It is now too late [he says] to expect that the American people will 
ever consent to the destruction of their leading industries [sic], and 
hence it devolves upon the advocates of free trade to show that 
American production would not be reduced if the tariff were taken off. 
On the one hand they must prove that the tariff is added to the price 
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paid by consumers, and on the other hand that production in America 
would not be less without a tariff. These two fallacies are both plausible 
and when used with skill are quite effective, but it will not do to bring 
them into too close connection. 

The occasion for this sarcasm is found by ignoring the main 
body of the argument in the appendix and selecting one or two 
paragraphs in which the statement is made, perhaps too broadly 
if taken alone, that the cost of pig iron is absolutely enhanced 
by the tariff seven dollars per ton to the American consumer ; 
whereas, the purpose of the appendix was to show that, looking 
at comparative cost in the two countries as competitors in the 
world's markets, the price was by reason of the tariff seven 
dollars to the disadvantage of Americans. Here, if anywhere, 
and in the manner indicated, Professor Patten has made a point ; 
but I cannot consider it anything to be proud of. 

My attention is arrested by the phrase : " It is now too late 
to expect that the American people will ever consent to the 
destruction of their leading industries," and I think that it is 
fair to ask a stickler for precision of thought and language in 
economic discussion a few questions thereunder. What is a 
leading industry ? What is it to consent to the destruction of 
a leading industry ? In my younger days canal boating was 
a leading industry. Did the American people consent to its 
destruction or not ? It would seem that that portion of them 
residing in the state of Pennsylvania consented to it without 
the least hesitation, indeed contributed much to hasten it. 
The shelling of corn on shovels, as Mr. Wells says and as I 
remember, was once a leading industry. The American people 
consented to the destruction of that. The chopping and haul- 
ing of cord wood was once a leading industry and logging is 
such now ; but the former is already destroyed in many parts of 
the country and the latter is going the same way, with the con- 
sent of the people, too, as far as I can discover. Retail trade 
has always been a leading industry ; yet Professor Patten thinks 
that the number of retail traders ought to be greatly curtailed, 
and he favors the use of the taxing power to that end. His 
argument shows that if this industry could be destroyed, he at 
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least would consent to the destruction. 1 If Professor Patten, 
instead of using catchwords, had said that the American peo- 
ple would never consent to such a reduction of the tariff as 
would cause the abandonment of iron-making, for instance, that 
would have been an intelligible statement and would have 
opened for discussion a variety of interesting questions, and 
chiefly the very ones treated in Mr. Wells' appendix, viz. : Will 
tariff reduction cause the abandonment of iron-making ? Will 
tariff reduction cause the abandonment of wool-growing, salt- 
making, copper-mining, etc., etc. ? To say, instead, that the 
people will never consent to the destruction of leading industries 
is to make an assertion which, if it means anything at all, is not 
true ; for they have already consented to the destruction of sev- 
eral and have even rejoiced to see them go. 

I have aimed to examine seriatim all the specific objections 
that Professor Patten has raised to Mr. Wells' book. Econo- 
mists will judge whether those objections are well founded 
or not. 

Horace White. 

1 The Principles of Rational Taxation, by Simon N. Patten. 



